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total value in the corporation was held by a
person that was a United States shareholder
under section 951(b).

Example 10. X, a foreign corporation, is in-
corporated under the laws of country Y.
Under the laws of country Y, X is considered
a mutual insurance company. X issues insur-
ance policies that provide the policyholder
with the right to vote for directors of the
corporation, the right to a share of the as-
sets upon liquidation in proportion to pre-
miums paid, and the right to receive policy-
holder dividends in proportion to premiums
paid. Only policyholders are provided with
the right to vote for directors, share in as-
sets upon liquidation, and receive distribu-
tions. United States policyholders contribute
25 percent of the premiums and have 25 per-
cent of the outstanding rights to vote for the
board of directors. Based on these facts, the
United States policyholders are United
States shareholders owning the requisite
combined voting power and value. Thus, X is
a controlled foreign corporation for purposes
of taking into account related person insur-
ance income under section 953(c).

(d) Effective date. Paragraphs (a) and
(c) Examples 8 through 10 of this section
are effective for taxable years of a con-
trolled foreign corporation beginning
after November 6, 1995.

[T.D. 6688, 28 FR 11631, Oct. 31, 1963, as
amended by T.D. 8216, 53 FR 27510, July 21,
1988; T.D. 8618, 60 FR 46529, Sept. 7, 1995; 60
FR 62026, Dec. 4, 1995; T.D. 8704, 62 FR 21,
Jan. 2, 1997]

§1.957-2 Controlled foreign -corpora-
tion deriving income from insur-
ance of United States risks.

(a) In general. For purposes of taking
into account only the income derived
from the insurance of United States
risks under §1.953-1, the term ‘‘con-
trolled foreign corporation’ means any
foreign corporation of which more than
25 percent, but not more than 50 per-
cent, of the total combined voting
power of all classes of stock entitled to
vote is owned within the meaning of
section 958(a), or 1is considered as
owned by applying the rules of owner-
ship of section 958(b), by United States
shareholders on any day of the taxable
year of such foreign corporation, but
only if the gross amount of premiums
received by such foreign corporation
during such taxable year which are at-
tributable to the reinsuring and the
issuing of insurance and annuity con-
tracts in connection with TUnited
States risks, as defined in §1.953-2 or
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1.953-3, exceeds 75 percent of the gross
amount of all premiums received by
such foreign corporation during such
year which are attributable to the rein-
suring and the issuing of insurance and
annuity contracts in connection with
all risks. The subpart F income for a
taxable year of a foreign corporation
which is a controlled foreign corpora-
tion for such taxable year within the
meaning of this paragraph shall, sub-
ject to the provisions of section 952(b),
(c), and (d), and §1.952-1, include only
the income derived from the insurance
of United States risks, as determined
under §1.953-1.

(b) Gross amount of premiums defined.
For a foreign corporation which is en-
gaged in the business of reinsuring or
issuing insurance or annuity contracts
and which, if it were a domestic cor-
poration engaged only in such business,
would be taxable as—

(1) A life insurance company to which
part I (sections 801 through 820) of sub-
chapter L of the Code applies,

(2) A mutual insurance company to
which part II (sections 821 through 826)
of subchapter L. of the Code applies, or

(3) A mutual marine insurance or
other insurance company to which part
IIT (sections 831 and 832) of subchapter
L of the Code applies,

the term ‘‘gross amount of premiums”’
means, for purposes of paragraph (a) of
this section, the gross amount of pre-
miums and other consideration which
are taken into account by a life insur-
ance company under section 809(c)(1).
Determinations for purposes of this
paragraph shall be made without re-
gard to section 501(a).

[T.D. 6795, 30 FR 942, Jan. 29, 1965]

§1.957-3 United States person defined.

(a) Basic rule—(1) In general. The term
United States person has the same mean-
ing for purposes of sections 951 through
965 that it has under section 7701(a)(30)
and the regulations under that section,
except as provided in paragraphs (b)
and (c) of this section, which provide,
with respect to corporations organized
in possessions of the United States,
that certain residents of such posses-
sions are not United States persons.
The effect of determining that an indi-
vidual is not a United States person for
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such purposes is to exclude such indi-
vidual in determining whether a for-
eign corporation created or organized
in, or under the laws of, a possession of
the United States is a controlled for-
eign corporation. See §1.957-1 for the
definition of the term ‘‘controlled for-
eign corporation.”’

(2) Special provisions applicable to pos-
sessions of the United States. For pur-
poses of this section—

(1) The term possession of the United
States means Puerto Rico or any sec-
tion 931 possession;

(ii) The term section 931 possession has
the same meaning that it has under
§1.931-1(c)(1);

(iii) The rules of §1.937-1 will apply
for determining whether an individual
is a bona fide resident of a possession
of the United States;

(iv) Except as provided in paragraph
(b)(2) of this section, the rules of
§1.937-2 will apply for determining
whether income is from sources within
a possession of the United States; and

(v) The rules of §1.937-3 will apply for
determining whether income is effec-
tively connected with the conduct of a
trade or business in a possession of the
United States.

(b) Puerto Rico corporation and resi-
dent. An individual (who, without re-
gard to this paragraph (b), is a United
States person) will not be considered a
United States person with respect to a
foreign corporation created or orga-
nized in, or under the laws of, Puerto
Rico for the taxable year of such cor-
poration that ends with or within the
taxable year of such individual if—

(1) Such individual is a bona fide resi-
dent of Puerto Rico during his entire
taxable year in which or with which
the taxable year of such foreign cor-
poration ends; and

(2) A dividend received by such indi-
vidual from such corporation during
the taxable year of such corporation
would, for purposes of section 933(1), be
treated as income derived from sources
within Puerto Rico. For purposes of
this paragraph (b)(2), the rules of
§1.937-2(g)(1) will not apply.

(c) Section 931 possession corporation
and resident. An individual (who, with-
out regard to this paragraph (c), is a
United States person) will not be con-
sidered a United States person with re-

§1.958-1

spect to a foreign corporation created
or organized in, or under the laws of, a
section 931 possession for the taxable
year of such corporation that ends with
or within the taxable year of such indi-
vidual if—

(1) Such individual is a bona fide resi-
dent of such section 931 possession dur-
ing his entire taxable year in which or
with which the taxable year of such
foreign corporation ends; and

(2) Such corporation satisfies the fol-
lowing conditions—

(i) 80 percent or more of its gross in-
come for the 3-year period ending at
the close of the taxable year (or for
such part of such period as such cor-
poration or any predecessor has been in
existence) was derived from sources
within section 931 possessions or was
effectively connected with the conduct
of a trade or business in section 931
possessions; and

(ii) 50 percent or more of its gross in-
come for such period (or part) was de-
rived from the active conduct of a
trade or business within section 931
possessions.

(d) Effective/applicability date. This
section applies to taxable years ending
after April 9, 2008.

[T.D. 9391, 73 FR 19375, Apr. 9, 2008]

§1.958-1 Direct and indirect owner-
ship of stock.

(a) In general. Section 958(a) provides
that, for purposes of sections 951 to 964
(other than sections 955(b)(1)(A) and (B)
and 955(c)(2)(A)(ii) (as in effect before
the enactment of the Tax Reduction
Act of 1975), and 960(a)(1)), stock owned
means—

(1) Stock owned directly; and

(2) Stock owned with the application

of paragraph (b) of this section.
The rules of section 958(a) and this sec-
tion provide a limited form of stock at-
tribution primarily for use in deter-
mining the amount taxable to a United
States shareholder under section 951(a).
These rules also apply for purposes of
other provisions of the Code and regu-
lations which make express reference
to section 958(a).

(b) Stock ownership through foreign en-
tities. For purposes of paragraph (a)(2)
of this section, stock owned, directly
or indirectly, by or for a foreign cor-
poration, foreign partnership, foreign
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